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Highlights of 1974 


Increased Earnings Bring Higher Dividends: 
Following a continuing trend of several years, 
Monenco earnings again rose substantially. Extra 
dividends were declared in 1974 and again in 
February 1975. 


Increasing Diversification has opened up new 
fields and provided major contracts in Canada and 
other countries. 


Transportation: Monenco Companies are working 
both above and below ground: airports in Jamaica 
and Afghanistan; subways in Australia and U.S.A. 


Forest Industries: Activity continues strongly, spur- 
red by world demands for paper and building ma- 
terials. 


Gas, Petrochemicals: Gains in this segment of the 
energy field include study contracts for a gas pipe- 
line and gas purification and recycling plant in the 
Middle East. 


New Companies, Joint Ventures: By combining 
Monenco’s talents with local interests abroad, 
Monenco is satisfying growing demands from over- 
seas clients, while maintaining high standards in its 
Canadian operations. New joint ventures with other 
specialists in North America are also bearing fruit. 


Future Prospects: In spite of world economic un- 
certainties, Monenco’s strong position in the energy 
field places the company in a favourable position. 


Operating revenue.. $52,617,000 | $33,537,000 
Nel Garnings........ 3,596,000 1,910,000 
Per share 
First Quaiter ...... 47¢ 24¢ 
Second quarter ... 58 31 
Third quarter ..... 65 35 
Fourth quarter .... 69 41 
Extraordinary item. Z = 
For the year... $ 2.461 §$ 131 
Dividends paid...... $ 657,000 | $ 584,000 
Per share... 0... 45¢ 40¢ 
Number of 
shareholders... . .. 1,381 1,428 
Number of employees 
(Approximate, 
including associate 
companies). .<.... 3,400 2,900 


Report to Shareholders 


Operations 


Monenco revenues in 1974 reached an all time high of 
$52,617,000; 57% over 1973 revenues of $33,537,000. Earn- 
ings per common share rose to $2.46 per share from $1.31, 
an increase of 88%. Most of the Company’s earnings were 
retained in the business to provide the working capital 
required by the unusually heavy growth and to finance 
the expansion of our various offices. Four quarterly divi- 
dends of 10 cents per share and an extra 5 cents per share 
were paid, for a total payout of 45 cents per share. An 
extra dividend of 20 cents per share was declared on 
February 6, 1975, payable on March 3, together with the 
regular quarterly dividend of 10 cents per share. 


The diversity of services, both technically and geogra- 
phically, available in the Monenco subsidiaries and 
associates resulted in the acquisition of many new 
contracts in 1974. At home, new assignments were obtain- 
ed in every province, and a number of important ones 
were acquired overseas. 


Power 


In the power field, assignments included: the study for a 
major thermal plant for Vancouver Island (Monenco 
Consultants Limited); rehabilitation of Marsh Lake Dam 
in the Yukon (Montreal Engineering Company, Limited); 
design of the Mildred Lake utility plant, and studies for 
the Dunvegan hydro project in Alberta (Monenco Consul- 
tants Limited); preliminary engineering for Saskat- 
chewan Power Corporation’s new Poplar River thermal 
plant (Saskmont Engineering Company Limited); design 
of a 300 MW extension to Ontario Hydro’s Thunder Bay 
thermal station (London Monenco Consultants Ltd.); 
project management for Nova Scotia Power Corporation’s 
Wreck Cove hydro project (Montreal Engineering Com- 
pany, Limited); preliminary engineering of the Gull Island 
power project in Labrador (Lower Churchill Consultants); 
a study of power supply for Guyana (Montreal Engineer- 
ing Company, Limited); engineering of two large gas 
turbine stations in Iran (Monenco Iran Limited); a power 
study for Bolivia (Montreal Engineering Company, Limi- 
ted); engineering and management services for a 160 MW 
thermal plant for the Island of Batam, Indonesia 
(Monenco Overseas Limited); and second phase engineer- 
ing for the world’s largest transmission line in Brazil 
(Monasa, S.A.). 


Transportation 


Assignments in the transportation field included: 
engineering services for both the City of Buffalo Transit 
System and the City of Baltimore Rapid Transit System 
(Transit & Tunnel Consultants, Inc.); the design of a new 


Kaieteur Falls, Guyana, one of the sites being investigated by 
Montreal Engineering in a nation-wide study. 


Flight Information Centre and preparation of a Master 
Plan for Logar Airport at Kabul, Afghanistan (Montreal 
Engineering Company, Limited); and consulting advice to 
the Commission of Enquiry into the Montreal Metro fire 
(La Société d’Ingénierie Cartier Ltée.). 


Forest Industries 


Activity in forest industries continued at a high level, 
and among new projects started were: design (E. & B. 
Cowan Ltd.) and construction management (Montreal 
Engineering Company, Limited) of a 900 tons per day 
expansion of Kimberly Clark of Canada Limited’s bleached 
kraft pulp mill at Terrace Bay, Ontario; a new particle 
board mill for Domtar at Huntsville, Ontario (Hallmark 
Engineering Limited); design of the reconstruction of a 
sulphite mill at Timiskaming, Ontario (E. & B. Cowan 
Ltd.); design of a 450 tons per day newsprint mill at 
Riviere du Loup, Quebec (E. & B. Cowan Ltd.); a new 
sawmill -for the Irving interests at Pennfield, New Bruns- 
wick (Hallmark Engineering Limited); and several forest 
product facilities for the Weyerhauser Corp. in Canada 
and the United States (Hallmark Engineering Limited). 


Chemical, Petrochemical 


The chemical and petrochemical industries initiated many 
new projects in 1974, and those contracted to Monenco 
companies included: design and construction manage- 
ment of the La Prade Heavy Water Plant (Canatom 
Monmax-H&G); design and construction of a polyester 
facility for Du Pont of Canada at Coteau du Lac, Quebec 
(Montreal Engineering Company, Limited, Monmax-H & G 
Services Ltd., and La Société d’Ingénierie Cartier Ltée.); 
study of a cement mill in Newfoundland (ShawMont 
Newfoundland Limited); preliminary design of a large 
gas scrubbing and recycling plant in Algeria (Concanal 
Ltd.); and engineering and construction of amine and 
sulphur extraction facilities at Mildred Laké, Alberta 
(Monmax-H & G Services Ltd.). 


Metallurgical 


Hatch Associates Ltd.’s services in metallurgical consult- 
ing continued to be in great demand, and two major 
projects were started in 1974: a new electric furnace 
meltshop for Sidbec at Contrecoeur, Quebec, and a 
basic oxygen furnace meltshop for Stelco at Nanticoke, 
Ontario. 


Activity in the telecommunication, mining, environ- 
mental, resources and buildings fields all reached high 
levels with projects started in most provinces in Canada 
and in many countries overseas. 


Development 


A number of important joint ventures and companies 
were initiated during the year, enlarging the scope of 
Monenco’s activities both technically and geographically. 
Montreal Engineering Company and Kaiser Engineers Inc. 
of Oakland, California, agreed to combine services for 
the design, engineering and construction of fossil-fueled 
power plants in the United States. These companies 
present to utility clients in the United States a combined 
expertise in thermal plant design, construction manage- 
ment, and in construction. The venture represents the first 
penetration by a Monenco company into the extensive 
U.S. energy market. It has already received its first 


Monenco Banister Consultants Limited is a new joint venture 
for pipeline projects around the world. 


Canatom Monmax specializes in heavy water production plants 
for use in nuclear power stations. 


assignment, and anticipates a growing demand for its 
services. 


Also in the energy field, Montreal Engineering Company 
and W. P. London and Associates Limited of Niagara 
Falls, Ontario, agreed to jointly provide engineering 
services for power projects in the Province of Ontario. 
The London organization also specializes in thermal 
power generation, and the two firms between them have 
carried out most of the thermal projects so far designed 
by Canadian consultants, both in Canada and abroad. 
Implementing its new policy of utilizing outside consul- 
tants, Ontario Hydro has assigned the design of their 
300 MW Thunder Bay thermal plant extension to this 
joint venture. 


To provide engineering and construction management 
services for the Gull Island hydro development, an 
agreement was entered into by Montreal Engineering, 
Acres Consulting Service Limited and The Shawinigan 
Engineering Company Limited, to be known as Lower 
Churchill Consultants. Preliminary design and field inves- 
tigation for this proposed 1,500,000 kilowatt station are 
under way. 


Two other new ventures were organized in 1974 to 
concentrate on oil and gas production and related 
activities - Monenco Banister Consultants Limited - by 
Monenco Limited and Banister Continental Ltd., for 
studies, designs and management of pipeline projects 
throughout the world; and Concanal Ltd./Ltée., a joint 
venture of five Canadian firms - International Pipeline 
Engineering Limited (a wholly-owned subsidiary of Trans- 
Canada Pipelines Limited), Monmax-H & G Services Ltd., 
Banister Continental Ltd., Canadian Pacific Consulting 
Services Ltd., and Montreal Engineering Company, 
Limited - concentrating on the petroleum and gas industry 
in Algeria. 


During the year, the company disposed of its interests 
in Crippen Engineering Ltd., and organized Monenco 
Consultants Pacific Ltd. with headquarters in Vancouver. 


The Company also sold its 45% interest in Western Fly 
Ash Ltd.; however we continue to provide management 
services to that firm on behalf of its new owners. 


The Future 


The Monenco companies enter the new year with a good 
backlog and high prospects for continued expansion. 


As much of our business involves energy related projects 
with wide geographic diversity, and the size of the 
projects predicates our continuous involvement for 
lengthy periods, we consider our backlog relatively firm. 
A note of caution must be recorded, however, since 
unpredictable economic conditions and unprecedented 
inflation have jeopardized projects that had been fully 
committed. 


Continued expansion depends not only on the availability 
of competent staff but also on the firming up of potential 
projects. Due to uncertain political and economic condi- 
tions, the feasibility of many potential projects will be 
re-examined; some will be delayed and others may be 
cancelled. Despite these uncertainties, our wide geogra- 
phic diversity and the priorities which must be given 
to energy development give us reasonable confidence that 
a good number of the major new projects in which we are 
involved will get under way during the year. We look for 
another year of advancement in our business in 1975. 


General 


A resolution will be submitted to the Annual Meeting 
on April 26, 1975, to provide the opportunity for share- 
holders to avail themselves of the so-called “tax-free” 
or “deferred tax’ dividends now permitted under 
Section 83(1) of the Income Tax Act, through the 
designation of the present common and special common 
shares as Class A and the creation of fully interconver- 
tible Class B shares in each category. Full details of this 
resolution are given in the Information Circular. If 
approved, the shareholders will be sent instructions on 
how to select the class of share they wish. It is hoped 
that the option of these tax-free dividends will be avail- 
able with the September dividend. 


In July 1974 Montreal Engineering Company, as 
represented by its Management Consulting Division which 
employs 40 professional personnel, became a member of 
the Canadian Association of Management Consultants. 


Type of Service 


 -. - Percentages 
> 8a B73 
Power: . 
Conventional... 1 457 41.4 
Nuclear 33.3. Po 87 54.4 98 512 


Chemical and Petrochemical . . . 24.1 
Metallurgical 30 20.33. - 3.9 
Pulp and Paper ......0. 2. - 5.4 5.6 
Resources, Industrial, Pipelines 
Telecommunications ........ 8.4 
Other .32 32 ee 37 


Engineering services for the steel industry - one of the specialties 
of Hatch Associates Ltd. 


For the sixth consecutive year the standard of technical 
excellence of the Monenco family has been officially 
recognized. Saskmont Engineering Company Limited, our 
Saskatchewan associate, received the Award of Merit 
from the Association of Consulting Engineers of Canada 
and The Canadian Consulting Engineer magazine. The 
award was given for an efficient ventilating system with 
minimal danger of bacterial contamination, designed for 
the Plains Health Centre hospital in Regina. By such 
excellent design initiative the reputation of our group 
is enhanced. 


Monenco’s success in 1974 was not without its problems. 
The demands placed on the men and women in each 
of the companies were considerable, while working in so 
many areas, often under varied conditions of lifestyles, 
language, politics and philosophies, and frequently under 
great pressure. To them must go the credit for our success. 


Directors and Officers 


During the year, Mr. C. Ritchie was elected Chairman 
of the Board of Directors and Chief Executive Officer 
and Mr. J. K. C. Mulherin, President of Montreal En- 


gineering Company, Limited, was appointed President of 
Monenco Limited. 


Submitted on behalf of the Board, 


Mars 27, 1975 


C. Ritchie 
Chairman 


J.K.C. Mulherin 
President 


CANADA 


Atlantic Provinces ............. 16.2% (26.0%) 
Central Canada ............... 40.4% (19.3%) 
Prairie Provinces .............. 18.6% (28.6%) 


British Columbia 
Yukon and N. West 


ee 5.4% (6.9%) ASIA 8.4% (5.4%) 
oo 80.6% (80.7%) 
WEST INDIES AFRICA 
AND 2.4% (2.4%) 
LATIN 
AMERICA 


7.1% (8.3%) 


OTHER FOREIGN 1.5% (3.2%) 


Note: 1973 figures 
shown in brackets. 


(in thousands) 


Market price 
(Valuation 
day $6.00) 


Net income for 
the year after 
extraordinary items 


Net income 
from operations 


Revenue from 


Years : 
operations 


7 8=12% 
512 - 9% 


1970 

1971 5%. - 74 
1972 6% - 10% 
1973 9% - 11 


foe T1 


1974 marked another step forward in Monenco’s continu- 
ing expansion abroad. For example, Monenco Overseas 
consolidated its position in new premises in Bristol, 
England and expects to have a staff of over 50 by the end 
of 1975. The company already has a busy inspection office 
in Manchester and the Bristol group is working on design 
projects as far afield as Singapore and Nigeria. Similarly, 
Monenco Iran is now firmly established in Tehran, with 
contracts for large gas turbine power stations, 230 kV 
transmission lines and a long range power planning pro- 
gram for the entire country. 


Monasa, our affiliate in Rio de Janeiro, established in 1971, 
has several projects, including a long distance high voltage 
transmission system - large enough to transfer consider- 
ably greater power than that provided by the Churchill 
Falls development. 


Singapore 


Bristol, Tehran, and Rio are only three examples of a series 
of such “‘satellite’” engineering offices, located around the 
world. In all cases the underlying philosophy is the same - 
satisfying the growing demand from clients abroad while 
maintaining the Company’s high standards of service in 
Canada. In each case, a nucleus of technical experts from 
Canada, working “‘on the spot’, are backed up by com- 
petent local talent. In some instances, wholly-owned 
subsidiaries have been formed; in others, Monenco has 
joined forces with established local engineering concerns. 


In this way, important contracts can be undertaken with- 
out weakening the technical strength of our Canadian 
operations. And by working “on the spot” in developing 
areas of the world, Monenco is sharing its technological 
resources with the countries concerned - thus helping them 
to achieve their national goals of industrial development. 


Manchester 


» Buffalo 


Kingston, Jamaica Tehran, Iran is 
Monenco Jamaica Limited Monenco Iran Limited 
Singapore Lagos, Nigeria 
Monenco Asia (Pte) Ltd. ShawMont Nigeria Ltd. 


Tokyo, Japan 


Bombay, India Monenco Mid-East Limited 


Montreal Engineering International Limited 


Oakland, U.S.A. 


Lahore, Pakistan Monenco-Kaiser 


EHV Consultants Ltd. 

Buffalo, U.S.A. 
Rio de Janeiro, Brazil Transit and Tunnel Consultants Inc. 
Monasa Consultoria e Projetos Ltda. (Affiliate of Hatch Associates Ltd.) 


Bristol and Manchester, England Nassau, Bahamas 
Monenco Overseas Limited Montreal Engineering (Overseas) Limited 


Oakland 
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VMionenco 
People 


Around the World 


Pictures on this page show a small sampling 
of Monenco’s personnel abroad. Nationals of 
many countries are working side-by-side with 
Canadians in 13 permanent offices and nume- 
rous project offices outside Canada. 


1. Canadians and Nigerians pose for this picture 
outside ShawMont Nigeria’s offices in Lagos. 


2. Guido Renno, (|), General Manager of Monasa 
Consultoria e Projetos Ltda., Rio de Janeiro, 
discusses project with senior engineer. 


3. Danesh Rajaie, Managing Director of Monenco 
Iran. 


4. Group of secretaries at Bombay offices of 
Montreal Engineering International Limited. 


5. Albert Dobson, Managing Director of Monenco 
Overseas Ltd. at his desk in Bristol, England. 


6. Ken Sorensen, Managing Director of Monenco 
Asia, Singapore, with secretary Joyce Lim. 


MONENCO LIMITED 


Consolidated Balance Sheet 
December 31, 1974 


Assets 


Short term notes and deposits, at cost, which approximates market.......... 
me BCCCOI A Ore rei Pet io FS pbx 5 bb ORS Yaa PES 
Accounts receivable from associated Companies ............ 0.00 e cece eee 
ePIC Sern a ne ee he ag ik Vins Ma Alaa a wc laws 
SIRE WTE ESAS ie ul: gro eg an OE SNe a 
SemmetnrenigacCOUNt TECCIVADIC | aes ccs sc cs eek hob vy bbs tee es bet Mee eee bas 
iavestments—Associated companies (note Ta)... .. 2.2.2... 6s ese cee es neces 
(GINS FINO ae en ae 


Furniture and equipment, at cost less accumulated depreciation 
eer Ober ASO 000 IN) 1973) corals cle Die oh na Gd Cae bos eee ee ee 


Liabilities 


OOS OWED LIS. GAIL OS) S75 co 5 USB ler et ay cae ea 
oo SLM: WLCKOS AAS 4B CEES 50 i 28 eres a 
Preretrecsevemue (MOE 1D) og aec wee. oe ein bon ase cee Sa Sag d epee bs oe ees 
Prete rec mmCOMmetaXxes:(MOlG 1G) os 5 ean os se ener nap seedy oaenale ee oes 


Current liabilities including deferred income taxes................... 


Shareholders’ Equity 


Share capital 


Authorized: 2,000,000 Common shares of no par value, 
carrying one vote per share 


500,000 Special common shares of no par value, 
carrying five votes per share 


Issued: BAL OAPOOLS COMMON. Shialesmre car cious ca) aah Seances cies doles ¢ ae 
TES O96 IS DECIACOMMON Sharesi2t deck. aida oe 4s Seis 


SLE TOKE! CANTATA 5 a be Cs ee ae ae ae 


Approved by the Board, 
C. RITCHIE, Director 
J.K.C. MULHERIN, Director 


1974 1973 
(in thousands) 

$ 1,073 $ *123 
1,840 903 
7,488 3,912 
3,512 ipso 
78 114 
13,991 7,383 
200 _ 
2,957 3,705 
450 477 
837 353 
$18,435 $11,918 
$ 2,022 $ 809 
531 1,126 
1,812 214 
2,989 1,627 
7,354 3,776 
1,662 1,662 
125 125 
9,294 6,355 
11,081 8,142 
$18,435 $11,918 
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MONENCO LIMITED 


Consolidated Statement of Income 
for the year ended December 31, 1974 


Revenue from: Operations<<.... se 24... 2 see ee eee eee 
Operating €xpenses ise oc. pate ein tence so sut aed anteater ae 


Depreciation and amortization. 25 2-2 6. oc au e es ee 


Income’ from: Operations. .:Sccc. ce, ew oe ee ee ee 


Interest-and other inCOme@sc os ee 


Provision: for INCOMe tax@Sur. =... oe ae eae ae eee eee ee 
Net income, before extraordinarycitemi: on. ose ee ee ee ee 
Extraordinary item: Profit on sale of investments in associated companies... 


Net INCOMI@ 2 321. 5 eee oes ee ke ec ee 


Net income per share, before extraordinary item ...............002 eee eee 


Net: income: per shares. 22.240 oe eee book = coe eee ec ee er 


Consolidated Statement of Earnings Retained in the Business 
for the year ended December 31, 1974 


Balance at beginning of year 


ew, “6rie! (6 0) @ 0) <9) le) eh 6.16 se: 6) 16,6, 6) 6) ee! @} (0) cee! (0, ee 10,8" 6) (6) 0: -0) 16) .5.6 0! 9) 18) .6se\he\ ie 


Net income for the year 


©, eee a “a @, ies) jeje: -: ie) (6) (<0) “6| 8) @. (0: \¢) (© 0) 0) © 0) (6) 10 Ce) 10] 6 [e pis’ 10)-6) ee) \e) | 6: fe) (6) 10) 01 fe le! e, 


2; 74} jar jo! (6 je! Ve: [ei ipite: (e.8) #6 ei 7e) (6) (91a) <6) @ 6/6, (0,8 ie, ee) \e; iel).6, (8) 9) 6: (sl e) @ 1s Le: vere! cele 0] 6) sila, (6) (e910) 6 slic) ate) el elie 


Dividends paid 


Balance at end of year 


@ \0'r16)/0: fe) 18) 07 0) "s)-.0, 10) (9, 78°10 a) (0) 616116) ie. © (9: 10) (6: 6: O50) -6) 610,16) 00) 6106: sete 16) Je] 10 8) © 0) (0! eo! ioe els) lel aie 


Dividends per share on special common and common shares 


1974 1973 
(in thousands) 
$52,617 $33,537 
45,118 29,194 
439 249 
45,557 29,443 
7,060 4,094 
283 129 
7,343 4,223 
3,852 2,313 
3,491 1,910 
105 _ 
$ 3,596 $ 1,910 
$ 2.39 $131 
$ 2.46 $ 1.31 
1974 1973 
(in thousands) 
$ 6,355 $ 5,029 
3,596 1,910 | 
9,951 6,939 
657 584 
$ 9,294 $ 6,355 
$ 0.45 $ 0.40 


MONENCO LIMITED 


Consolidated Statement of Changes in Financial Position 
for the year ended December 31, 1974 


Working Capital provided by 


Net income for the year, before extraordinary item ..................0000. 


Charges to income not requiring outlay of working capital: 


Pee eaetA ONE OsaMOrtuzZ AU OM te oka eerie. MRA Midesa s+ «a Gian Parnes ooo eee 


PEPE RCCRIICO IN CitaX CSc te te ae i ee ee bbe gis cen GRO A RES 


Less: Net funds from operations retained by associated companies ......... 


working capital provided’ by operations ©. 2... +... 04 oss s0vsaeem awn 


Proceeds of sale of investments in associated companies, 


esmion-currentppOrions ($200,000) sacs et ae Aas. oe oc oe a ee eee ee 


Repayment of advances to associated companies .................0eceeeee 


Working Capital used for 


PS EISINGIS, oye eck BONER Ea Ze RRR ING ef ee Oa EO a 
inve-tments. tnassOClaled-COMPamleS #ocin A hae eg Se Ae cee a oa 


OTE CSLEEIALS peer. eee ais oer sete he ie. sscian OU AES a ee Se ee 


sec@aseaiaWOlKING Capital i: 2 er sm. elas Mee es oar o«! 5:0, 2% an fale lalewla dior a tele oct 
Mote canitalrat beginning Of vedios. 9506.36 tes os ss Uae. vane. weer: 
Working capital at end of year, excluding deferred income taxes........... 
Brel eGiiCOIme aX CSns wry ten sia oe Ge Pa ais Pas te ole eH ero me 


Working capital at end of year, including deferred income taxes........... 


1974 1973 
(in thousands) 

$ 3,491 $ 1,910 
439 249 
1,362 300 
5,292 2,459 
159 53 
5,133 2,406 
708 as 
260 — 
6,101 2,406 
657 584 
259 724 
124 155 
669 199 
1,709 1,662 
4,392 744 
5,234 4,490 
9,626 5,234 
2,989 1,627 
$ 6,637 $ 3,607 


13 


14 


EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


1. Accounting Policies 
a) Principles of Consolidation 


Monenco carries on its consulting practice through 
subsidiary and associated companies. The associated 
companies include engineering companies in which 
Monenco has purchased substantial interests, and 
joint venture companies established to carry out a 
specific project or provide a specialized service. 


The accounts of the subsidiary companies are fully 
consolidated with those of Monenco except for those 
of Edmunde Newhall Associates Ltd. as the Company 
has undertaken to relinquish control of this sub- 
sidiary. 


Monenco’s share of the revenue, operating expenses 
and income taxes of the associated companies, in- 
cluding Edmunde Newhall Associates Ltd. has, after 
the elimination of intercompany charges, been in- 
cluded as such in the consolidated statement of in- 
come. 


The investment in the associated companies is car- 
ried in the consolidated balance sheet at cost plus 
Monenco’s share of undistributed earnings since 
acquisition. 


The excess of this carrying value over the underlying 
book value ($1,023,000 in 1974 and $1,363,000 in 
1973) is not being amortized as, in the opinion of 
management, the Company will derive continuing 
benefits from such costs. 


b) Revenue Determination 


Most contracts for the provision of consulting servi- 
ces are undertaken on a “‘cost plus” basis. When con- 
tracts of a lump sum nature are undertaken they are 
accounted for on the “percentage-of-completion” 
basis with revenue being recognized only to the ex- 


tent of the work completed. Losses, if any, are pro- 
vided for in full as soon as they become apparent. 


c) Income Taxes 


Income taxes charged to operations are provided on 
a tax allocation basis. However, the Company and its 
subsidiaries, where permitted to by law, report their 
income for tax purposes on a modified accrual basis, 
thus deferring payment of some portion of taxes 
charged against income. 


Deferred income taxes on the consolidated balance 
sheet also include the balance of income taxes de- 
ferred under the previous federal income tax act but 
now payable by 1981. 


As these deferrals arose from the tax treatment of 
current assets this liability is grouped with current 
liabilities on the consolidated balance sheet. 


2. Income Taxes 


A subsidiary company has received tax assessments 
from Canadian income tax authorities on the income 
of a foreign subsidiary. These assessments are being 
contested; however adequate provision has been 
made in the accounts for such taxes in the event that 
the appeal is unsuccessful. 


3. Remuneration of Directors and Officers 


Direct remuneration paid by the Company and its 
subsidiaries to senior officers aggregated $432,000 
in 1974 ($351,000 in 1973). No fees were paid to the 
Directors of the Company. 


4. Pension Plan 


Most of the companies in the group have pension 
plans for their employees. All such plans are fully 
funded and are so maintained on a current basis. 


Auditors’ Report 


To the Shareholders of Monenco Limited: 


We have examined the consolidated balance sheet 
of Monenco Limited as at December 31, 1974 and the 
consolidated statements of income, earnings retained 
in the business and changes in financial position for 
the year then ended. Our examination of the finan- 
cial statements of Monenco Limited and those sub- 
sidiaries and associated companies of which we are 
the auditors included a general review of the 
accounting procedures and such tests of accounting 
records and other supporting evidence as we con- 
sidered necessary in the circumstances. We have 
relied on the reports of the auditors who have 
examined the financial statements of the other com- 
panies. 


In our opinion these consolidated financial state- 
ments present fairly the financial position of the 
companies as at December 31, 1974 and the results 
of their operations and the changes in their financial 
position for the year then ended, in accordance 
with generally accepted accounting principles 
applied on a basis consistent with that of the 
preceding year. 


PRICE WATERHOUSE & CO. 
Chartered Accountants 


Montreal, Quebec, 
March 26, 1975. 
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